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WASHINQTON D. C 20224
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We have considered your applicatlon for recogmt:on of exemptlon from federal

a.llnoome tax under section, 501(a) of the Intemal Revenue Code as, gn organlzatlon
-.described:in section 501, (c)(19) Based on'the Information submltted .wé have coniclided
that ,you .do not qualify for exemphon under that section. The: reasons for our, oonclusnons .

‘are set. forth béelow. .

purpose is to assist veterans who wnsh to start their own small business, orwho wish to

fmamtaln their own small business as a successful operation. . Your . Articles of

lInc:orpma’aon state that you are: operated for ©...educational, benevolent, fratema!
charitable and other purposes...” allowed under sectlon 501(c)(1 9) of the Code (Art. of
Incorp Art. Il) ‘More spec:f' ically;- you seek ,

“ta promote the ‘social: welfare of the oommunltles in whlch veterans of the -
U.S. armed forces reside: :or.work by provrdmg eduestrbnal &nd financial

of veterans .of the U.S. armed forces...
, Bylaws, At ll .

“You are:a membership orgamzation You requnre that youez'nembers be veterans

Iy of the United States, armied forces. You ‘now have 27 members. None of ‘your mefmbers

770\ affairs per your Articles of Incorporation and. Bylaws. (Art. of Incorp., Art..lll, Bylaws, Att. IV,". -

' ,have any; voting rights. 'Instead, you are run-and operated by your Board.of Directors. No:

" member;shall be entitied to vote or have any, voice in the management of the corporate

s i Sec;1.) A Board member serves untl he dies, resigns, is deciared barkrupt, or found

.
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s mcomwtent by a court. :Decisions are' made by the majority. of the Board, unless noted

otherwise. (Art. of dncorp., Art. IV) Board members.may be paid.for thelrwork as Board

members, or in any other: capacity when working for you. (Bylaws; Art. IV Sec. 12. ) The
. Bylaws state that the fémoval of as adirector are: subject to the same

3k condmons applmble to his, removal as an officer. (Bylaws At IV, Sec 2) “The Bylaws _

" You were incorporated in irie State of-on ” asa not-for—proﬁt
i 'non-stock organization. You'were formed to operate as a' veterans organmtlon Your

nesouraec o develop and further the entrepreneunal sk:lls and opportunmee T
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- I'. of income will come:from membership:dues. . You expect.diies of~dollars indiR
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L ’ then state state that” ¢an, not ba'removed from the pos:tlons of chairman of the” - - : -
R vBoard of Directors and: Presidént witholit cause, and if there.is cause, he can stilfonly be . - -
H removed =...by the unanlmous vote of all the directors then in ofﬁoe (emphasns added)

|, (Art. V, Sec. 3of the Bylaws)

l Your bylaws requlre that you have at least five Board mem

; are-not fi flled You currently have four Directors;
and.

" "compensatlon for their role: as directors.:- Di
full-txme employee as Presudent and director of program development

" None: of them receive

|’ mermbeérs. As.of you have members

You plan to offer classes on how to start and malntaln a buslness You will also

. owners who can not otherwise fi nd fundlng to start theéir busmesses . Your, primary source .

and‘ dollars in’ IS expenses are expected to:be. advertising and
running.your operations. of a proximately ollars; other sgfaries and wages of
-and-expenses attributed to aclxvrl:}s related to your ,

expenses are expected to be the same.as .

dollars, rent of
- purposes of approximately: $  in
+with an- addltional expense of

ram and- a small busine'ss loan operal]on.
» a for-profit
company.’ You will guarantee al'such: loans using your membership dues as collateral for
..such loans. These creditcards and.small'business loans. will be made: available to

- You plan on sponsoring a’ credut canrd

|".cards or loans.  The interest rate.Charged:by the GIs the:same interest rate. the AP

""You have hired an. attormey, to negotiate, and possibly: Imgate this matter,

' l!' on your.behalf. The current status of these negoﬁatsons and potentlal lmgatlon are

" unknown to us. o e ‘
You wrll offer olasees whloh will developlenhanoe ybur membe nslness'skills.

 you have had three one—ﬁme dasses with the follmmng number of: tfendees as

 follows: .
1. How to Write 2 Wlnmng Business Plan,‘s people slgned the attendenoe sheet.

b rsonyourBoardof‘ru-'- K
Dlrectors“ (Bylaws, Art. IV, Sec. 2.) - You have six ns as Board members, buttwo -

will be paid for his sennoes asa "

. You expect fo have- membe:s per Form 1024 of these.members, '
e Fare expected to.be war velerans Also, your website states that it expects to hava - :
“al P members. wuthmthe first six mobnthisiof operation, and 150,000 members within- one: . . B AT
;-1 year. By, years 2-5, you'expect a fotal membership betwean, one and three mllllon Ao

ifer your membérs;.which will target smail' busmess '
dollars for adverhsmg and: operatlng your- '

..members who have past credlt problems,:and who could riot, otherwisé, receive such credlt-_'.
. will charge to anybody élse who applies for. these loans . (i.e., no extra benefit just because .

o ?, 'someone. Is.a member of your, group.)- You have a
. programs, dated “ However, s
‘ refused'to advertise theise.| prﬁrams or.Issue any credit cards or make, .any.. loans, todate. - -

ned ‘contract with forsuch - : . .. -~
reneged on: thls oonlract, and .- -




LY . ‘f ) ’ * ! R - o .
s 1 mcluded a seven page handout dtsoussing the acoountrng, bankmg, and insurance; ,
:5 _[ requnrements of operatrng a small busrness , o ; ,

1

' 5 .. Youalso offerd distoun rogram in which your: members wlll give a '/-.%

drscount to fellow members when: purchasing items from fellow members. . You also offer a if L

A sk ’Aceountlng and Payrolf: Semces Program for Small- Businesses wh;ch erI provide
'. .’ éoountrng and payroll servloes for your members when, needed

: ~QOther revenues wrll come:. fmm fundraislng programs whrch you witlhave inthe -
' .various state chapters of your organizatiori.. These will include raffles, dinners,and -

auctrons These revenues will be used toset up a “vet. oenter" in various- states throughout
the USA. Other revenues wm come from state and federal grants that are availableto... -

Program )

. - . ca
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,‘ based:upon his many years. of expeérienceiify the Veterans-Affairs' Department He expects
;to work 40-60 hours perweek and éxpects to be paid for his servrces .You. have not told
'.us howr niuch you plan to pay t hrm for thrs full-time posrtron ; i

o

N Y_our Board of Dlrectors has met twice since lnceptlon, on ' and :
AR You curently have a contract for sefvices. with the
. which is rin 4y your President, -

i} .renewed, but if it is renewed, you have told.us that“ will not siay as’. -
; ':;-'Drrector/Presrdent of both ongamzatrons i RERIR

‘. S e el
P o

o Sectlon 501, (c)(19) of thei Code prowdes for the exemptron fnorn federa] | rncome tax:
Clrofa post or organizahon 'of past or. pre‘sent'members of the Artned Forces.of the United

it States or-an auxiliary unrl or socrety of; or atrust or foundation for, any such post or

sl :,orgamzatlon—(A) organized irithe Unlte States or any of its posséssions, (B) atleast 75

"1 i pereent'of the.members of which aré past:or present members of the Armed Forces of the

. ' United States and substantially all of the other members of which are individuals'who are

* 1, -cadets or are spouses;, widows, .or wrdowers of past of present members of the Armed

*Forces.of the United States. orof mdets, and (C) no part of the net eamlngs of whlch

'mures o the benef t of: any prlvate shareholder or mdrvidual o P

Sectlon 1 501(c)(1 9)7(1)(c)‘of the tncorne Tax Regulahons pmvides that you must
be operated for. onie. of more of the. followmg eight purposec in order to: be. exempt under -

. this.codeé section. They ars:

' -To promote the sooral welfare of the oommunrly as deﬁneré in Treas Reg

1.501(c)4) 1(a)(2).- P co
-Assist disabled and needy war veterans and members of the United States
Armed. Forces: ancl therr dependems and. wrdows and orphans of deceased
veterans,
-Provide entertamment wre and assrstanoe to hospriauzed veterans or
members of. the.Armed Foroes»of the United States, .
~Carry.on programs o perpeluate the memory of deceased veterans and members
of the Armed Forces and t6:camfort their survivors,

- Conduct programs for rehglous ohantable sorenuﬁc llterary, or: eduwhonal

purposes,
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 “community based™ programs, such as yourself (Ex., Federal Ttle 7 Welfare to Work '

Currently no one is reoervrng a salary from-you. You have told us that — e
your President: and: Drrector wil be chosen as director.of ‘program development: . S

“This contract wil end ingMN You do not think that tris contract wil-b6. : .
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, -Sponsor or. partlclpate in actlvrtles of a patnotlc nature :
-Provide insurance ‘benefits for thelr members:-or. dependents of their members

-Provide soclal ahd recreatlonal actlvmes for thelr members

" An analysis, of fhe information you thave submltted shows that you have had llttle

- offering them credit cards and loans, and yet you have offerred neither any credit cards to :

“}- your riembers, nor any:loans. Your {ender and credit card offerer, as

- ceased:doing business with. you: AlthOUQh you have hired an attomey to try-to resolve -

rA majonty of your: proposed activities will be for fundralsers and the provision of

e credlt&:ardslloans -The primary.purpose- of your activity'is to: raise money or make profi ts
1 which -you will use to pay your Presldeént: and your employees as wagee/oompensatlon - .

[ 'You show wages In-excess of“,dollarslyear to be pald to your F‘resndentr and - "

H other employees v : , _ "

In conclusion,: you have:.conducted little activity to date Y r planned activntles are

3 not- amdng those listed.ds permissible for:an organization descnbed in section’ 501(c)(1 )} in
.+'4;. section. 1.501(c)(189)-(1)(c) of the regulations. Your planned-activities resemble’ the. - - -
A operahon ofa busmess and serve the private interests of your Presldent -

Based on the above, we conclude that you do not qualrfy for exemphon as an

: .oréanmaﬂon descrlbed in. sectlon 501 (c)(1 9) of the Code and you must file federal income
tax retums e oo .

You have the nght to protest this rulmg if you belleve lt is moorrect To protest you

P should submit a statement of: your:views, o this office, with a full explanation of your
" I; reasoning. This statement, signed. by one of your officers, must be submitted within 30
"1 days from the date of this lefter.. You' also have a right o a conference inthis office after
i+l your statement is ‘submitted. You xmust requestthe conferencs, if you want-one, whenyou .- . ;-
L fileiyour protest statement. Ifyou are: ‘to be:represented by someone- who isnotoneofyour - - . . .
officers, that person:will need to file & proper power of attomey and otherwnse qualrfy under L
' our Conferenoe and Practices Requnremenis _ N :

- If we do not hear from you within’ 30 days, this ruhng w:ll beoome ﬁnal and a copy
will be forwarded 1o the Ohio ER/EQ key district office. Thereafterizany questions about

.7.}" your federal income taxistatus stiould be:directed to that office, erttter by calling
b b 877+829-5500 (a toll free. number) or sendmg comespondence to: Internal Revenue

Serwoe EPIEO Customer Serwoe P O Box 2508, Ctncmnat: OH 45201
When sending addttlonal letters to ‘us with reepect 1o thls wse, you will expedlte

: thelr ' receipt by usnng the followmg address

S (or Both). (Not&: The- provision of i lnsuranoe benéfits for members. and dependents-af S .
. _is not considered:to: beprohlblted inurement for IRC 501 (c)(18) purpeses. ) of i,

;'_.actMty Over the pasttwilye months. Youihave had only @i classes to-date, and these.
‘tudents ‘You.state that you'will aid your veteran members by -

L1 matters wuthw you have not informed us when, if ever, this matterwillbe . . -
', 1. resolved in.your favor. - Your Board has only met twice in over a year. Two of your six -
i1, |- Board'members resigned, and were neverireplaced. 'Your bylaws require five Board

T members. and there ‘are:currently only four members.on the Board :




If you have:any. questlons. please eontact the pel'SOll whose name and telephone

number are ‘shown in; the heading of thls Ietter

.

- '-Sineere:ly.




